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United States Beverage, L.L.C
700 Canal Street
Stanford, CT 06902

JOSEPH J. FISCH, JR
PRESI DENTU

Sept enber 26, 2003

Chi ef, Regul ations & Procedures Division
Attn: ONotice No. 4

Al cohol & Tobacco Tax & Trade Bureau
P. O Box 50221

Washi ngton, DC 20091

RE: OFl avored Malt Beverages
Dear Sir/ Madam

| amthe founder and partner of United States Beverage, LLC of Stanford. Connecticut. Qur conpany
was established in January of 1997 and has worked hard to succeed in the conpetitive beverage worl d.
Today, we enploy 85 people, with annual revenues of $130 million, supporting 8 plants and breweries
inthe United States, and market our products through 330 beer distributors in 50 states. Qur product
line exists of Inported and Anerican Craft beer as well as malt specialty products (FMBs) i ncl uding
Seagram s Cool ers (established 1983) and Seagrami s Snoboth. The FMB products support over 70% of

our revenue which is in future jeopardy due to new standard bei ng proposed for FVMBs by the TTB.

| urge you to adopt a majority standard requiring that at |east 51% of the alcohol in an FVMB be derived
frommalt (the “Majority Standard”). Up to 49% of the al cohol nay be derived fromthe flavor agent.
Wiile the difference between this proposal and others may seemtrivial, a standard which requires nalt
to account for a greater percentage of an FMB ‘s al cohol woul d have devastating effects on the industry.
Sone of these proposals contenplate a malt-al cohol requirenent as high as 90%

Mbst Brewers Cannot AdaDt

Most producers of FM Bs would have a difficult tinme refornulating their products to conply with a

90% (or simlar) standard. Refornul ation takes tine and noney. The | argest brewers have numerous

bottling facilities and unlimted access to capital. For themrefornmulation is a mere inconvenience.

For a smaller brewer it is an operational inpossibility. They sinply don’t have the resources to

redevel op their product and bring it to nmarket in an econom cal fashion. It is interesting to note that the
nmost successful FMBs are not currently produced by the |argest brewers. | do not think it is a

coi nci dence that these |large brewers are eager to force their smaller nore successful conpetitors to

shut down their bottling lines and refornulate their products. It would be an opportunity for the |arge
brewers to tilt the playing field to their advantage by requiring everyone to redesign their products and

i ncur additional production costs.

Simlar to Oher Federal Al cohol Standards

The Majority Standard is very simlar to standards placed by the Federal Governnment on the production
of other types of alcoholic beverages. Bourbon has traditionally been distilled fromcorn. This is one
of the key el enents which separates bourbon from other whiskeys. The Code of Federal Regul ations

only requires that corn account for at |east 51% of the al cohol in bourbon (27CRF5 .22(b)( 1 )(i)).
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The ot her 49% nay cone from barl ey, wheat or other grain. Certain wines may al so be | abeled as a
particul ar varietal of grape even if that varietal only accounts for 51% of the alcohol in the w ne
(27CFR4.23(c)(2)(i)). The Majority Standard in al cohol regulation is well accepted in by the federal
government, endorsed by state al cohol regulators, and appropriate in this situation as well.

Category Wul d Suffer

The entire FMB category would suffer froma strict standard of al cohol source. Existing brands, which
are enjoyed by consuners would either be redevel oped or reclassified as spirits. FMBs which are

redevel oped woul d have a different taste and cost nore due to the additional expense of refornmulation.
Both factors woul d cause consuners to look to a different brand or switch categories altogether. FMBs
which are reclassified may retain their traditional taste, but the classification as a spirit would result in
i ncreased cost from heavier taxes. In many states it would al so change the manner in which the product
is sold. Malt products are often sold in a broader range of outlets than spirits. Gocery and

conveni ence stores nmay be permtted to sell malt products but not spirits. Consuners will not be able to
pur chase non-refornul ated FVMBs where they have traditionally purchased themin the past. CQur

experience has shown that |ow al cohol refreshers which are classified as spirits rather than malt do not
succeed in the Anerican market. Cost and availability are the two factors which cause these products

to fail.

FMBs have a long history of providing high-quality, |ow alcohol refreshnent for people who do not

enjoy the taste of traditional beer. Conpanies such as U S, Beverage have invested heavily in creating
exciting and interesting flavors which appeal to a great nunber of consuners. W certainly agree that
standards nust be set to identify a product as either an FMB or a spirit, but a strict standard requiring
virtually all of the alcohol to come frommlt would hurt those who nade the FMB what it is today.

Quite frankly, the change being proposed could result in closing our business. The only beneficiary

froma strict standard are the | arge brewers who have been unable to produce an FMB to conpete with

the snmaller brewers. It is shameful that these |arge corporations are attenpting to use the federa
government to reset the marketplace. The Majority Standard is fair to all, and it is in the best interest of
t he consuner.

Thank you fo your consideration.
Respectful |y

Joseph J. Fisch, Jr

Pr esi dent / CEO

U. S. Beverage

JJF/ | gd

cc: OSenator Joseph |I. Lieberman, United States Senate, Connecti cut
Congressman Chri stopher Shays, Connecticut’s Fourth District



